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The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M Street, NW
Wuhington, D.C. 20554

Dear Chairman Hundt:

fEDEML~lIONS CII".ON
OFFICE OF THE 8ECRETNlY

It is my understanding that the FCC is am-ently considering a number ofrestructuring
plans for PCS licenses in the C- and F-block. While I understand the difJiculty in making these
decisions, I respecttbJ.ly urge that yOU act quickly and implement a plan which defers payments
in the early years of the repayment schedule. Such action will promote increased investment in
infrastructure, create a substantial number ofnew jobs. and foster increased competition in the
telecommunications marketplace.

The Telecommunications Act of 1996 and the 1993 spectnJm auction legislation required
the FCC to provide additional opportunities for small buJiDesses to compete in the
telecommunications marketplace. Thus far, the Commission bas done an outstanding job
providing new entrants with·the opportunity to compete. However, within the wireless industry,
such competition bas beer1 slower to materialize. llestructuring the F- and C-block will ensure
that consumers are·not denied the significant benefits ofcompetition that Congress originally
envisioned.

Thank you for your consideration ofthis important matter.

I believe the Commission should act quickly to defer payments on C-block licenses in the
early years ofthe-repayment term. This action will ensure that buildout continues unabated, thus
reducing the IIIIOUIlt oftime for companies to generate cub flows to repay the government the
principle and interest payments pledged. This action will also ensure that the public is not
denied the significant benefit that wireless competition ·will deliver in the fonn of new
investment and job creation.
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Dear Chainnan Hundt:

I am writing to recommend that the FCC continue to observe the Telecommunication Act's
mandate of increased competition, job creation and an expanded marketplace, as it considers action
affecting new entrants to the wireless industry. .

I understand that the FCC is presently considering various proposals for addressing the problem
ofdebt among PCS licensees in the C and F blocks. M you know, the Telecommunications Act and the
1993 spectrum auction legislation require the FCC to provide additional opportunities for small
businesses to compete in the telecommunications marketplace. This specific directive derives from the
general pro-competition, pro-consumer mandate embodied in this important legislation. As you
consider plans for addressing the C- and F-block debt issue, I hope you will work toward a resolution
which will permit entrepreneurs availing themselves of the opportunities created by the C- and F-block
spectrum auctions to bring their investment plIDS to fruition. By so actinI, the FCC will insure that
consumers and local economies will soon begin to enjoy the sipificant benefits ofnew competition that
Congress envisioned as the fruits ofthe recently enacted telecommunicatioDllaws.

Further, recognizing the complexity ofthe issues involved, I would urge you to consider that,
whatever action the FCC takes, an expeditious decision is in the best interest of all the affected parties.

Thanking you for your consideration of these concerns, and with kindest regards, I am

Sincerely yours,

.

cc: Commissioner James Quello
Commissioner Susan Ness
Commissioner Rachelle Chong ,,",:0. of Copies rac'd
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The Honorable Reed E. Hundt
Chainnan
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

)JeKElFILt COpy ORIGINAl

Dear Chairman Hundt:

I am writing with regard to recent press reports r.onceming the Commission's
deliberations on the C Block Personal Communications Services licenses.

This letter is not intended to express any view on the merits of the argument.s
advanced by any party to the proceeding or on any views that any of the
Conunissioners may tentatively hold. My sole point in writing is to convey my
concern over the possibility th:£t resolution of this matter may be postponed still
further.

The Commission has engaged in intensive effortS to identify and weigh the many
difficult issues involved in this matter. It is not surprising that, given the complexity
of the issues and the competing public policy concerns at stake, opinions on how best

r~ to resolve these issues appear to differ.

At:, the Commission well knows. the Balanced Budget At:.t calls for a series of future
spectrum auctions designed to raise revenues that will playa substantial part in
achieving a balanced budget. In order for this goal to be achieved, however, it is
absolutely essential that bidders and investors clearly understand the roles that will
apply to spectrum auctions. Any uncertainty in the governing rules will cloud this
understanding. and any cloud in this understanding runs the risk of negatively
affecting the success of these auctions. I am attaching for you review a copy of my'
previous letter on this matter in which 1 stated my fundamental concern that the
Commission's resolution of this matter not adverSely impact the integrity of the



auction process or the confidencc that parties would have in the stability of the
Commission's auct.ion rules.

111is is also why public comment has overwhelmingly favored a prompt resolution of
the issues in t.his long·pending proceeding. Therefore, notwithstandin~ press repons
to t.he contrary. I would hope that even at this juncture this Commission w<?uld be
able to work together to reach at least some level of consensus 3.l\d issue a final
decision. Again, I express no view on what the substance of any consensus dedsion
should be. But even if no unanimity on any point is possible, I would urge that the
Commission proceed to adopt a majority fmal decision to resolve the prevailing
uncertail1ty and allow interested parties to pursue whatever course of action they
believe their interests dictatc.

Please treat this comrnwtication in the manner prescribed by the Commission's rules.

Sincerely.

John McCain
Chairman

JMlpb
Enclosure
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Honorable Re~d ~. HWldt FBIEML CClMNrATIONB COIIIIION
F~deral Commwllcatio,ns Commission OfFICEllFTHESECREJMY

r... 1~ 1y ~ Street. ~.W, •.Y\CIJCl 1:\' t: coPy OR\G\NM.
Washmgton. D.C. 20:);)4 oN 'l\(\ r Lt:

Dear Ch~irman HWldt:

~1l.i~h attention continUQS to be rocused 011 how tbt CommisMoft will I1'at the various proposals
for relief from the Conamisaioll's auctionru1es that have bee fiJecl by plftia to the C Block
pes auctions. I appre.:iate how difficult it is to accurately balance aDd I'eIOlve the equities of the
various parties interested in this mauer. and t am also aware oftbl illteDlive Groll the
Commission ill currently makina to reach a fair clccision in a timely manner.

The deCUions th~ Commission mak.ls wi!! have a suMtaalilJ itnplC1. not ooly on the interests uf
~;,e parties Involved. but also on the future of competiuon in the wireless iDdUIU)' mel OD the
InlcgntY of sPt:~U'um (,UCUOD:lI. Due to thein~ ofthnc laIp iJIues, I 1m writlq to
t:-'press my Ylev"s. I am not writina this letter on behalfof lOy plrtYlO tbaI proceedia.. t do
not express any opinic,o on the merits ofany araumcnta made by any pantcwar l*tYP nor dol
intend this letter to be treaLeC1 as beq in suppon ofor in opposilian to any speci!c request fOr
relief 111iU1~ by any pal'l),. 1ask that this tetter be plJgecl intbI.ora ot°tbil proc-dinllDCl

r... otherwise trt~ilLed by me Commission in the man... pzescribed by the Commillionts rules.

The auction authority FMllCCllhc Commilsion by the Coapaa in 1993 specil. that the
Commission's auction Mitt see1c. to promote economic oppommity IDCl competition by
disscminatinaliccnscs amana a widevariet)' ofappliClDtlt i.ncludinllll1l1l bUlin.....
The CommiSSlOQ bas att~mpteci to achieve this objective by wlorina iu aw:UOD rules to bcdt
sma! I businesses, providing, amoua other 1.h.inp, prcfalndal paymat "badal.1Ud specUiocl
bloc~s of spectrum fClf which lh.-y would. be the oAl)' eJiaiblc bidders. In aD aetlmpt (0 iDIUIC
that un1y genuilleJy slnall businesses would be elipble for tbillJ*lal trMf!MIIt, the
Commission developed an intricatc system of rules aovemiD& the permissible ownenhip
structure and finnncin.g amnaemcnts such entitics would be required to clemODlU'ltC.

Untort1.lnately. in the auctiun'tor pes licenses in the C Block, which WU reMtVecl!Dr small
bu~incsses. many bia.ders appartD.dy 5ubSWltially overbid the eltimacecl value ofthe C Block
~pcc:tNmo Many observers ~nsider t=se cxtr.aordinarUy hip wiJmiDl bid. to be the primIIy
reason why a nl.imber of th~ ~w:ccisful sausJ' business C Block lieenacClII'I unable to mab the

o !I.e.. ~f "n"'l'es r"....·d J'\.~}. \_" \'.t •.•,-~,..i ~.1lW'
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paym~nls prcsc:ribed in lhe Commission's rules. and are therefore askins the CornatisisoQ to
~xtend "J!iOU5 types of ;'cllef, including debt restNcturing.

in m)' 'dew It \'-ould be wholly wrong for tb.!:: Commission to act in a mannet that ii'"orcs the
fCl.~llhat the Commi3s1on, at the direction of the Conwress, actively encouraged the participation

...... uf smaH busll1t\~SC;; in tl.is auction. There is theretote an implicit obligation on thc part of the
Commission to acknowledge in whatever solutions it develops the more limited resources and
~xpcri=nte ofthcse entities, as well as the substantial commitments some have already made to
pursuing thc:ir busines:I plans. Because the Communications Act Nq\lires the Comm.i5lion to seck
to further tnt: ownership oftclccommunieatioDs f4cilitie, by small businesses, it would be
lm:umpaubLc wllh the t:rms of the law lO treat defauJtina C Block bidders punitively.

Al the same time, howc:ver, the law duu not, and indt:ec1 could not, require the Commiuion to
substaoually revise the rules that govem these entities solely for the purpose of1'W'MteeiD&
lheir ability to rclWn !ic;e~s that they arc not otherWi!c in a position to pay for J)\1IIUIDt to the
rules in effect wh=n thlt: auction WWI belel. To do so would be to UEVUltly enrichclef'aultiq
biddel"~ by gIving them licenses undcr special telmJ Uley had no reuouble expectation of
receivlng. Con\l~rscly, it would unjustly penalize the rest ofthe bidders ill all the pes IUdiODS
wh\) bid reasonably m1 in reJiance on the existiA~ Ntes.

An)' solution devlsed b}' the Commission should live the dcfaultin. C Block wiDaers. fair
oppOrlumcy to ~o Lorwacd i.n lb. pes b~iDess with tho. licenses tbey apleplRd to pay for
withou.t wholesale. !tl,!r·thc-fact rewritina of the Commiaioa.'s rulll. At the same time, more
rcstrictt:d, targeted rule: challie:l mipt KCOmmodall the inwatl of\he clefaWtina bidders

r~ \vithoLlt unduly trencb.l.nl on the equities ofothers who an campijiq with the rules. For
example,thc Commission may wish to consider allowina dltiWtiDa C Block bidden to retum
without penalty licenscs they cannot otherwise pay for, under picleUDa prIIQ'ibed by the
Commission to safci1Jw the interests ofother parties who may wish to bid OD m..lic:euM at
3l1y r~·auctioll. Or the: Commission may wish to co'Dlicllr chaDaiDa the in-u""'mt paymeDt
scht\dulc in such a way as to relieve some immwetiace~ aD. tbI clefaa&kina bicIclen wichout
cffectLvely rcwnting L1C spectNm paymenl lUla IIld thaby~)'ch..... the terms
ofmc bt:lJgam the C Block bidders baG arip to expecL FiDally, the CommiuioDmiabt evaluate
revlsin~ Its curr~nt rules on partitionlq. d.isagreplion,1DCl joint vcmurit'lIIlllOGI small
emreprl!Qcws in iJldcr to make it easier tor C Bloc:k bidden to pursue their b\au- plaIII with
the lic:.csnses they ultimately bold.

In lh~ fulAl ~ysis, however. ODe conaideration is pItIIDOuut. '['be IWIDber IDd impoIcIDce of
auctions has increase:! exponentially with the CIlIC1Dtenl ofthe new specuum auction pcoviIiou
ill. Lhc Balanced BUOi;et Act of 1997. The ComariuiOllmutt thlrefcn nlllltlDbK tbat lIlY IGtloD
it takes s\,lb~uent te, lhc conduct ofa spec:ific aucUoft a!tec1I die way the public pIIQft"lI1be
au~tlon pro\;l.:ss as a wholc. For this reason. tbe Commillion', c1eQliOD in the C Block matter
will hAove an inevltable impact beyond the C Block aDd the prior PCS au.edoDs to the upcomma
spectrum auctions a~ weH,

'fhilt makcs it absolutely essential that the CommUsion not cnpp ill summary lad UftIIDucipat8Cl
rule changes hable to undermine the taIOcable expectations of the pll'ticiplllU ill t\INN



,...

auctions. III resolving tr.,e issues before it the Commission must place priJrwy emphasis on
preserving the integrity "f the auction process by usurinc that bidders and dnancial bKkers can
rely on Lhe 3t.1bility and continwty oftbe rules that lovern the auctions and the auction
pa:tlcipcmts. Th~ Senate Commerce Committee will exercise its oversight authority to assure
thal the Commi~slon mec::b these responsibilities.
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The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554
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Dear Chainnan Hundt:

[ understand that the Commission is considering alternative financing arrangements for the
wiMers ofbroadband PeS C-Block licenses. Permitting this class oflicensees to defer payments
for several years will best serve the public interest by expediting the delivery ofwireless service to
the public and creating new competitive opportunities in the telecommunications industry for
small and entrepreneurial businesses.

Two important objectives of the spectrum auction provisions of the Omnibus Budget
Reconciliation Act of 1993 and the Telecommunications Act of 1996 were to bring new services
to the public and create new competitive opportunities u quickly u possible. These objectives
are presently imperiled by the inability ofsmall and Ifttrepreneuria companies to obtain financing
under the current payment rules for C-81ock licensees. Accol'diqly. the Commission should
permit these licensees to restructure their d_ aUowina them to raise ibncls. construct their
networks, and produce a positive net cash flow. This will substantially expedite the delivery of
new services to the public. create new competitive opportunities for PeS small businesses. and
best assure that the public is property compensated for the use ofthe spectrum.

I further understand that the Commission may be consiclerina an expedited re-auetion
option for (-Block licensees. Such a proposal will only be workable and consistent with the goals
ofCongress if the new auction is indeed expedited (and the Commission commits in advance to an
expedited schedule). Moreover. such an auction must be limited to true entrepreneurs, and
"designated entities," as contemplated in the original Commission rules. FmaDy, in light ofthe
unique circumstances presented by judicial and regulatory delay u well u the current weaknesses
in the capital markets for C-Block PCS licensees, the rules must not be punitive ta..entrepreneurs
participating in a re-auction (particularly with respect to the application ofthese companies' down
payments in the original auction).

INo. 01 Copies roc'd
list ABCDE --



llook forwarCi to hearing from you on this matter.

Si~~ _

BILLYTAUZIN 0
Chairman
Subcommittee on Telecommunications.
Trade, and Consumer Protection

cc: Commissioner QueUo
Commissioner Ness
Commissioner Chong
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Hon. Reed Hundt
Chainnan
Federal Communications Commission
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Washington DC 20036
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Dear Chairman Hundt:

As the Commission pursues its commitment to spectrum license auctions, I believe
the Commission should strengthen its commitment to ensuring that small business·
people and entrepreneurs continue to have a seat at the auction table with a realistic
opportunity to wm the use of spectrum. I believe such a policy is essential to the
strength and growth of the entrepreneurial sector of the telecommunications industry.
New small telecommunications businesses must have access to spectrum if they are to
create new products, inspire competition and employ Americans.

The Commission displayed such a commitment by creating both the C & F blocks
when conducting the Personal Communications System (PCS) auction. Several factors t

including delays in proceeding to the auctions, have contributed to the inability of
license holders to meet the payment schedule that is a condition of each successful bid.
Without a resolution of this situation, several license holders will be faced with default,
licenses may be tied-up in bankruptcy proceedings and any further auctions and
reissuance of these licenses may yield a diminished return.

Given this scenario and the benefit to be derived from entrepreneurial plesenc~ ill
the PCS market, I encourage the FCC to continue to meet with industry representatives t

including license holders, to address this situation. I recommend that the Commission
hear and consider industry proposals to alter the payment schedule and ensure that the
full price oftliucenses is realIZed by the federal treasury and that the pes industry has
a healthy infusion of entrepreneurs constructing networks and offering competitive
services. The industry will·benefit from a solution that is fair to current license holders
who are satisfying their commitments, that will enable small businesses and
entrepreneurs to constnlct networkst market their services and satisfy their commitment
to the FCC.

Additionally, any solution reached at the Commission should protect the integrity
of the auction roles, specifically with regards to the ownership and attrition rules for
small business and entrepreneurs. The Commission must make assurances that the

":0, of CopiesrOC'd j
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ownership and attrition rules remain unchanged and not Permit larger companies to
purchase. spectrum reserved for small businesses and entrepreneurs. The future of the
mdustry is very promising, I am certain there are many businesses that meet the
specifications and are anxious and fmancially capable of competing under the guidelines
established by the Commission.

I appreciate your attention in this matter. Please keep my advised as to the
progress of the Commission's efforts.

Sincerely,

--
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The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Dear Chairman Hundt:

August 7, 1997

RECEIVED
SEP 241997

Don Nickles
United States Senator

We have recently met with C block Broadband Personal Communications Services (peS)
licensees which hold licenses in largely rural markets in our states. It is our concern that the debt
and equity markets are reluctant to invest in companies holding these licenses, regardless of
spectrum price or the companies' business plan.

Many C block licensees are prepared to offer state-of-the-art wireless services in markets
that have been neglected by larger participants -- rural America. Our concern is unless the issue
of financing and restructwing of the debt is addressed, the attempts of the 1993 spectrum law and
the 1996 telecommunications reform to· provide new services to rural America may fail.

The C block auction was unprecedented and has been largely successful. However, debt
restructuring of the PCS licensees may be necessary to address the concerns that have been raised
by the interested parties. These licensees should be accorded the necessary time to have access
to capital markets before government payments are due in order to foster the development of
meaningful competition in rural America. It is not our intention to interfere in the Commission's
established licensing process. We request that the FCC continue to work with the C block
licensees to address this emerging problem.

We look forward to hearing your views on this matter.

"~o. of Copies roc'd I.
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August 11. 1997

The Honorable Reed E. Hundt
Federal Communications Commission
1919 M Street, N.W.; Room 814
Washington, D.C. 20554

Dear Mr. Chairman:

It has come to my attention that the Federal Communications Commission has under
consideration a number of restructuring plans for winning bidders in the uC" and UF" blocks of
the PCS auctions. The intent of the auctions, as you know, is two fold. First. we want to
increase competition in the PCS market. Second. the auctions should bring in revenue to the
treasury.

For these reasons, I encourage the Commission to adopt a plan that defers payments in the early
years of the repayment tenn while keeping the government whole in tenns ofprincipal and
interest obligations. By allowing this deferment, winninI bidders will be able to make greater
investments in network build-out today.

This significant investment at the outset, in tum, will allow the companies to enter the market
harder and faster thus increuing competition and creatiDa many new hip.tech jobs all while
insuring that the government is repaid in the amount of time neces.-y. Ultimately. the
benefactors of a deferment plan win be the consumers ofPCS services. More companies will
enter the market sooner resultinl in lower rates and new and better services. I Urge the
Commission to act quickly on this matter so that winniDa bidders can continue building networks
that wiil offer high quality. affordable communications services to the public.

Thank you in advance for your prompt consideration ofthis matter, and I look forward to
working with you on this and other issues in the future.

Sincerely,

Ric Burr'
Member of Congress

RB:cg
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The Honorable Reed Hundt
Chairman
Federal Communication Commission
1919 M Street NW Ste 814 fEDI!IML~11CIe"....
Washington, D. C. 20036 - 350S OFFiCE OFlHE S8:1E'rMr'lI8ION

Dear Chairman Hundt:

! understand the Commi~Rion is currently considering an alternate
payment schedule for entrepreneurs and small businesses that were
awarded licenses in the Commission's C-block Personal Communications
Service (PCS) auction. I commend you in your efforts. I believe a
commercially reasonable restructuring will promote competition and
jobs in the wireless marketplace and will help ensure that the
provisions of the Telecommunications Act of 1996 to promote .
competition for new entrants, particularly small businesses, are
met. As a member of the Small Business Committee, I am partiCUlarly
concerned that t~ese goals be met.

NextWave Telecom Inc, whose headquarters for the New York region is
in my district, has made substantial progress in building its
network but has had to pull back because of the current financial
situation. It is clear that these pes entrepreneurs are unable
access funds through the capital markets at this time. Therefore, I
urge you in the restructuring to adopt a schedule that defers
payments on the licenses for a sufficient amount of time to allow
their networks to be constructed and a revenue system to begin. The
success of these small businesses is essential if we are to satisfy
the goals of the Telecom Act.

Again, I commend your efforts, and I appreciate your consideration.

Sincerely,

~~y
Member of Congress

SWK:ag
cc: Commissioner James Cuello

Commissioner Susan Ness
Commissioner Rachelle Chovy
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The Honorible Reed E. Hundt
Chairman
Federal Communicationa CollUDission
1919 M Street, N.W., Room 814
WasbinJtOn, D.C. 20554

~. -:~ B(.l~CHeA
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Dear Reed:

As the Commiaion coDliderl repayment pi-. for C-b1oct penoaal
communications service (PeS) compuies, I utF ,0'1 to adopt • p1Ia which deNI.
payments in the early years of the repayment schedule. I betiaYetbat thia action woa1d
scrve the Commission's 1001 term aoal of eIICOUfIIiaI1be developllillllt of a vibrant,
competitivc marketplace for Idvaaced wireless servicea.

Both the spectrum auetioa provisiona ill the Oamibua BudIet 1tec:onoUiadoa Act
of 1993 and the TelecommunicatioN Act of 1996 to prom_ .... competitioa

~. " in the wireless marbtp1Ice. '1'hrouIb ita imp1e ~. the COID1IDuion has
made sipificant pro.... in enlbHna entrepIeIWAIrI aDd ...ubuai.... to pllttcipae
in this new competition. Such eatry ahoaId IeId to by pablic iuIereIt beDetits,
includinJ the delivery to consumen of......may of IdvaDcecI wiIeIea IetYicea at
competitive rates u weD II new job creatioain the ecoaomy.

I undeIIIaad that, UDfarbmalely, current weabeu. ill the capital marbta far C
block PCS Lceaseel tbreateal to stifte critical network build out activities II ...

entities simal""'" CODCeatnte OD their repaymat ICheduIeI for the auetioaed
spectnun. To RCtify this situation. I urp the Comminioa. to act quiddy to defer
payments on C--b1ock UceDsea in tile early yan of die ,.,lbeiIt tam. 'Gnat of this
timinl relief would encourIF iDcn:aed invlltilllnt ia C-block compIIIies, thereby
enabling thcm to continue unabated the network 1NiI4 oat Idiviliea reqaind to launch
service and generate cub flows to cover the fun principal and iDtereat pa,mentl
originally plcdaed in the auctions. III tum., this action would eusure~ the public

'"'.
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Lottr:r to Reed E. Huodt
July 25, 1997

, paae 2

receives tho sipiftcant benefits that additicmal wiIelea competition promiaea, includinl
greater innovation, choice, aDd economic powtb.

'I'haIIk you for your CODIidera1iOD of my views. With kind peraoDll reprds and
best wishes. I remain

RB/apm .

,.....
.....
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September 16, 1997

RECEIVED
The Honorable Reed E. Hundt
Chainnan. Federal Commumcations Commission
1919 MStreet, N.W_
Washington, D.C. 20554

Del: Mr. Chairman:

SEP 241997

We are wrilinl to express our views on the Commission's cftOns to resolve illRIeI reladDi to the
payment terms and schedule for thl so.cal1ed "C-Block"' licensees ofbroadband Personal
Communic:aUoDS Services (PeS). We are eager f'Ot the CommislioB to proceed quickly to a solution that
best serves the interests ofAmerican consumers ancl that is fair to inclustry partiapmts.

We believe that tlwre are Ilnumber of impoltaDt public policy issues at~ that should drive
whatever solution or solutions the Commission ultimately adopts. The spectzum auetiOll provi,ioDS ofthe
1993 speetrU1ft auctioD law embodied a number ofimportant poli,y goals iDcluctiaa: 1) the rapid
deployment ofnew tedmolopes to the marketplace; 2) the promotion ofcompetition in wireless serviecs:
and 3) the democratization of licemes for these tedmolol1es among a wide vciety ofapplic:ants. It was
to fulfill this latta' goal that Conpn compelled the Commission to ensure that auction proc:ed.uRs
availed small businesses, including women- and rninority-o~'Ded fhms. the opportunity to panicipate in
the auction.

The subsequent auctions conducted by thI CO_llioll for PCS provided mIDY small 'tNpneues with
their fust real opportuDity to panic:ipatI ill the Wiretu, rcvolunoD. We beHeve that the: CommIssion must
seck a solution at this tim. for "C';'Block" licCftSMS that is consistcm with COI1pCII' goal that thae c·
Block licenses be utilized so u to crem pater compcrition in the wireless DW'ketpJace II1d bring new
setvices and lower pricos to the American public as quickly as possible.

In addition, the Commission must also remember its statutory m.Ddate to aWll'Cllicenses in a fair aI1d
efficient manner. With f'lSped to thislut poiDI, it is unacceptable to us far theCOIDIIIiuion to proceed. on
a course that results in lap numbers ofbankruptcilS with baDlauptey judPl c:cmsequmtly resolving
licensing issues on an ad hoc. case-by-eue basis. Aside from the admbJistmive aDd Jicc:DsinI
inefticiencics created by numerous~es, this result would also violate the goal ofbriDainI service
to the public as quickly as possible. . .
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The Honorable Rccci E. Hunclt
September 16. 1991
Page 2

Recoamzinl that the C-blo" auction achieved. the son ofdivmity ofownersbil' aDd penicipation that
Congres5 int=dcd. any solution that you and your fellow Commissicmers apec upoD should include a
ranF or menu ofoptions from which companies may choose. We~ that there are a Ilumocr of
proposals currently being discussed at !his time.

One option would be to offer m "amnesty" to licen5Cle$ mel allow them to n:tum all oftheir li<:enscs.
forf'eit theird~si~ and then rc~OD the licenses to qualified bidders. Someeompanies may iDc1eed
choose this route bUt for many it may not be a viable.option. Another proposal would pennit liceusles to
return all ofth= licenses. participate in a rcauction, and use a subSWl1ial pan oftheir c10WDpayIDcnt to

bid again in that auction.

An alternative that we support would pennit lice1'1!lees to rcNm "" to 1S:MHz of1ft)'l~ to the
FCC in exchange for relief from a proportionate amount oftha: dehI as~iaIed with such licenses. This
option would reduce debt loads wbile ensuring the rapid dc:velopmeDt ofcoJZCPt'itift scrviec. It may be
particularly attractive to liC0D5CC5 that operate ill smaller mll'kcts, whare the existiDl 30 MHz per lic:eDSe
may be more thaD the amount ncceasary to provide a competitively viable commercial servitc. 'Ibis
alternative is also consistent with the FCC's current rulcs. which permit ctisqpeptia of spectrum.

A final option is a "full price buy-out" propoul. We. strOqly urp you to coDSider includina tbis
alternative in any menu the Commission is comideriq for the C-bJock in... UDder this proposal,
current licensees CQuld purchase It "ft111 price)' as many oftheir exisliDglicases u1hcy cleIire with cash
up ttonr.. for the net present value ofthe "net bid" prices for such Hcez.s. which cou1cl be paid for with
the licensee's deposit money (plus any new money rhIt the liceaee might immediately 1DUICCr). those
licenses that alicmsee is unable to purchase outright would revert ba&:k to the CommissioD far rcaUction.
Licensees who choose this option would be ptOhibitecl ftom sipiflClllt participation in the reaucticm. Ibis
proposal has the benefit ofallowiqliecsees to~with their baild-outs bmnccliate1y. themby
bringing service to the public as 'lUi~y as possible. while a1Ja provldlq a mea1riTllfu1 oppommity for all
imcftsted parties to participate ill an auction for the bulk ofthe licCIIICL

We believe these proposals ... the public policy IOa1s lei out in the IIIthoriziq ,taUt U weU u the
Commission's public interest mandate. Again. it is imperative tbatthis maaer be resolvecl immediccely.
We look forward to hearin& yow: vicws on this matter as soon as possible.

•

. ." illy" t
House Subc il!*l 011 Telecoma:nuUGations.

Trade. and Consumer Protection

A~n-
House Subcommittee on TelecoDDIllidicatiOllS.,

TIade, andc~ Protection

~S:Sl L6/9t/60
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Scp~D1ber16, 1997

The Honorable Reed E. Hundt
Chairman. Federal CommUDicatioDS Commission
1919 MStreet, N.W.
WashingtOn, D.C. 20554

Dear Mr. ChaiJman:

RECEIVED
SEP 24 1997

We are writiDg to express our views on the Commission'! cft'orts to raolve i.sues madill to the
paymem terms ami schedule for the so·callecl"C-Block·' liceDHCI ofbroadbaDd PersoDal
Communications Services (PCS). We.are eager for the Commialtoll to procec:cl quickly to a solution that
best serves the interests of American consumers aIl4 that is fair to imtusuy panid.pmts.

We believe that thee lie a number of importlDt public policy issua at stIb that should drive
whatever solution or solutions the Commission Ultima1ely adoptS. The spectNIIl auction proviJioDi ofthe
1993 spectrum auetiou law embodlccl a number ofimportant poUcy Ioa1s iDdudina: 1) the rapid
deployment ofnew tcdmolOlies to the marketplKC; 2) the promotion ofcompetition inwireless services;
and 3) the dcmocn.tizatioll ofliceases for these teebnolol1es 8DlODi a wide vIriIty ofappJie:ats. It was
to fu11i1l this latter goal that ConIfCll compelled theCommissiOft to ensure that lIICtion praceci\Rs
availed small busincs~ including womeD- and miDority-o\\l1cd thms.. the opportunity to panicipate in
the auction.

The subsequent auctions coDdu.eted by m. COmmiuiOll for pes pnrricltd IDIDY smaI1 bwlliDales with
their fust real oppottuUity to paniaipa i1l the Wirelas m'OltUiOL We bcnev. tbIt the: Commission must
scclc: a solution at this tim. for ··C-Bloc:Jcll li~CftIMSthat is conailtrm with CODIfCII' goal thai tb.ae c
Block licenses be utilized so IS to creaIe pealer compcdtion in the wireless DW'kctpJat:e and bring new
servia.! and lower pric:c:s to the Americm public as quickly as possible.

In ildditioD, the Commission must al,o remember its statutory milldale to aWll'd licemes in a fair and
efficient mmnc:r. With reSpeCt to this lut point, it is \1DICceprab1e to us far the CODJDIiaicm. to proceed on
a course that results 1n ls:rp Dumbers ofbaDkruptci_ with baDkNptqr jud...~ resolving
li~cnsing issues on8D ad hoc.. cue-by-ease basts. Aside from the administrldive aDd Jic:eDsin1
inefficiencies created 'by Dumerous~es, this result would also ";01_ the gol1 ofhriDainl service
to the public as quickly as possible.
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The Honorable R.c:cd E. Hundt
September 16. 1991
Page 2

Recognizil\l that the C-block auction achieYed the son ofdivr:rsity ofownersbip aDd participation that
Congress inteftd.ed. any solution thal you and yOUl' fellow Commissicmm acree upon should include a
rlnac or menu ofoptions from which companies may choose. We \IIld~ that there are a number of
proposals currently being discussed at thiJ time.

One option would be to offer aD "amnesty" to licensees auel allow them to rctum aU oftheir licenses,
foneit their deposi't, and'the rauc:dOD the licenses to qualificcl bidden. Some com.panicl may indeed
choose this route but for lDIJ'ly it may not be a viable option. Another PEOPOsal~ permit lic"'5 to
return all o{their licenses. participate in a rcauction,. and use a subltllltial part oftheir doWDp&ymcnt to
bid apin in that auction.

An alternative that we support would pennit liceD!lees to rctUIB up to 15 MHz oflIlY liGemc to the
FCC in exchan&c for relief from a propaniOD.l1e amount of~ ddJt assoeialed with such IiCCftllS. This
option would reduce debt loads while lDIurinl the rapid dcYclopmtlllt ofeompc:titive IOMCC. It may be
particularly attraetive to liceusecs that operMe in smaller markas, wheredie~. 30 MHzper liClDSe
may be more than the amount nec:asuy to provide a competitively viabI. commercial StrIiec. ibis
alternative is also consistent with the fCC's current rules, Which permit dlsqpepUon of speGtNm.

A final option is a &'full price buy-out" proposal. We. strOIlIly urp you to eoDIider includiBI mis
alternative in any menu the Commission is comideriq for the C-bJ«k issuI. UDder this propoaa1,
cumnt licenscc:s could purd1uc It "tW1 price" u may of th&ir afMinlliam_ u they dIaire wi1b. cash
t1l' front, for the net present valuc oftlll &inet bid." prices far such 6c:ea1a. which coulcI be paid for with
the licensee's deposit money (plus any Dew moDI)' that me liaaseeaPt irnmedilRly musw). Those
licenses that a licensee is uu"lc to purchase outright would reYII't bKk to the CommissioD for n:auction.
Licensees who chDo. this option would be ptObibited ftrom slpiftClDt p8!ticipa1iOD ill till ntI11Ction. This
proposal has the benefit ofallowiq lieea.es 10~with their baiId-outl imJncdialely. thereby
briqing service to the pUblic u qui""y 15 possible. while aIsa provl4lq a IDflIDinlfal opportuDity far all
interested parties to panicip_ mID auction for the bulk of the liCCDICL

We believe these proposals..die public policy lOlls. OU1 ill the autharizi.D.a ItaUI U -11 u the
Commission's public interestmadate. ApiD. it is im.pc:rative tl1Ittbis marrer be resolveclimmediately.
We look forward to b8ariD& yow views on this matter as soon II possible.

Sincerdy.

'~

•
• • U illy" t

House !uhc fa. OD Telec:ouummieations,
Tradc, and CODlUllla' Protection

coo III

~~n-
House Subco"""m. on TeJecomnmnicatiou.

Trade. aad Ccm.I1IIMr Protection
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The Honorable Reed E. Hundt
Chairman
Federal Communications Commission JOCKEl FILF CoPy ORIGINAL
1919 M Street, N.W.'-
WubiDgton. D.C. 20554

Dar ChailmIn Hundt:

RECEIVED
SEP 241997

Thank you for writina me in July conccminl problems developina over the C Block PCS
auctions. As I UDdmtand, some winninillicensces 0f this auction are now either in banktuptcy
or are on the veqe ofbankruptey. These liC.-ensee5 apparently are not makina their installment
payments as promised when they beCame the winnina bidders durin. the .Btock C spectrum
auctioD in 1995 and 1996.

For various 1"CUOIIJ, clarifieatiOll oftbc lep! status of spectrum licenses in poteIl1ial blDkruptcy
proceedinp was not J1O~';ble in the Balllftced Budpt Act of 1997. LookiDa*k OIl our
attempts.to get clarifYillllanguap, it now appealS that while such IIJllUlP would have
prevented the licenses from beilll tied up in unproductive bankruptcy litiptiOl1 for DIlDY years,
it would not have addressed all the issues stemmina from the overbidcliDa IDd fiDaDcial difficulty
ofthe wiDning bidders.

I s1IDd. ready to help with leJis1ldcm this fall but I am DOt confidlDt that the leaitlative process
will permit us to addre.. thil i... befo... we acljoum tIM Sat sellie oftbe 105. COl1ll'CU.
Addina to my skepticism t\IIther is the facl that some inCo.-haw writtID you sugatina
that the Commission allow bidden who have eDCOWltezed problema to defer rnaki.q paymatl
\U1til those enterpriaes are operatiDa IDd profitable, which could. die....

My~ worJdDl"With tbe CODIlIIIional Budpt Office. advise me that, UDder almost any
scenario, the oriaiDal amOUDt ofwtmUng bids from the C Block auetioD. (about S10 billion) will
Dot be reccivccl by tbc-fcdcra1 sover.ament due to the CW'RI1L li'D"'dal dUIlcuhta ottbe wIDDiD&
bidders - indeed, cub payments may ullimately amount to no more tbID 30 cents on the dollar.
Updates to the fcdaI1 budaet beaiJmina next year witt have to record a colt over the next few
years ~flecting the ioWlt' maet value ofthe C Block licenses. .

It is obvious that how the Commission seeks to address the problems resuItiq from the C Block
auction could atfeet. the behavior ofpotential bidders in future spectrum auctionaJMt were
dircdcd ur iWthorizecl by the BalIDced Budget Act of 1997. Furtbcr, it is pzobably not optimal
to pursue options that forestall the commercial application ofBlock C spectrum beeallse oftime-

{
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consuming and costly litigation resulting p.lther trom extended bankruptcy proccedill"s or from
lawsuits filed by losing bidders ifBlock C ticenscC3 were allowed to rmeaotiate the terms of
their licenses. I therefore strongly urge the Commission tu focus its search for a comprehen~ive

solution on options that restore confidence in the auction process as well as rely on the market to
value and put into productive use the spectrum. After all. the Congress intended for such
spectrWn to be Q. factor of prodw;tiol1 ill lhc= I,;l,;unomy, not to sit Idle while bogged c10wn in
lengthy legal proceedings.

If I or my staffcan be of any assistance over the next few weeks as you weigh the options for the
Commission's course of action, please do not hesitate to contact me.

Pete V. Oomenic:i
Chainnan

cc: John S. McCain
Chairman, Cnmmerce Committee

.....
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The Honorable Reed E. Hundt
Chairman
Fc:dera1 Communications Commission
1919 M Street, N.W'"
Wasbinston. D.C. 20554

Dear Chairman HUDclt:

tinitm ~mtD ~matt
COMMJmE ON TME aUOGIT

WASHINGTON, DC 20110-1100

September 10, 1997
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RECEIVEO
SEP 24 7997

~~m'DN

Thank you for wrinnl me in July eonccminl problems developing over the C Block PCS
auctions. As I uncierstand, some winning licensees of this auction are now either in bankruptcy
or are on the verse ofbankruptcy. These licensees applmltly are not mlkiftl their iDIta11ment
payments u promised when they became the winninl bidders durin. the Block C spectrUm
auction in 1995 and 1996.

For various rcuo~ clarification of the Iepi status ofspectrum licenses in potential blDlauptcy
proeeec:tiqs was not pnA..tble in the BallftCaCl Budpt Act of 1997. Lookiq bMk OIl our
attempts to get claritYina1aapaae, it now appears that while such Iaapaae wouJd have
prevented the licenses fi:om heiDi tied up in unproclUdive baDIau1*Y lid_on for DIlDY yurs,
it wouJd not have addressed all the i.ues stemmi.Dg nom the overbidctinlud fiDIDCia1 difBculty
of the winning bidders.

I stand ready to help widlleJislatlon this fall but I am not confideDt that the letis1lti.ve process
will permit us to addNu tbit lINt before we acljOUl'ft" Snt 1Cali0il oftha 10'. Co.....
Addina to my skepticism t\altMr is the fact that sume in CoftIPUI have writteD you suaeldnl
that the Commission allow bicldan who have encountered problema to defer maldq payIMIltI
until those entelpriJes an: operadDa mel profitable, which coulel tab die...

My sta~wortiq with till CODII'IIional Bud.- Oftice. adviJe me tbIr, uncIIr aJITIOIt any
scenario, the oriaiMl amOUDt ofwimUng bids from the C Block auetioIl (about 510 billion) will
Dot be reccivod by _-fccIcralao~emmentdue to the &:w'n:ut1bulDc:ial di1ftaJ111a oftbe wIJmiDI
bidden - indeed, cub payments may ullimutely amount to no more thaD 30 ceDtI on the dollar.
Updates to the federal budaet bePminl next year witt have to record. a cost ovc the MXt few
years reflecting the lower market value ofthe CBlock licenses. .

It is obvious that how the Commission seeks to addms the problems resultiDa from the C Block
auction could affect. the behavior ofpotential bidders in future spectrum aucticm&thIt wen
dim;\Cd ur l&Whorizecl by the BallDl"AlCl 8udget Act of 1997. Furtbcr, it is PIOouly not optimal
to pursue options that forestall the commercial application of Block C spectrum becln. oftime-
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consumina and costly IitiptioD resu1tine f!ither from extended bankruptcy proccc:diuaP or'from
lawsuits filed by losing bidders ifBlock C licensees were allowed to reneloaate the tenns of
their licenses. I therefore strongly urge the Commission tu focus its search for a comprehen~ive

solution on options that restore confidence in the auction process as well as rely on the market to
value and put into productive use the spectrum. Al\er all. the Consress intended for such
spectruin to be 11 factor of,prcx1~UOl\ ill Lh,= l,;l,;unomy, not to sit idle while bogged down in
lengthy legal proceedings.

If[ or my staffcan be ofany assistance over the next few weeks as you weigh the options for the
Commission's course of action, please do not hesitate to contact me.

Pete V. Domenici
ChainnaD

cc: John S. McCain
Chairman. C'.nmmm:e Committee
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